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From last time: health insurance policy lab
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From last time: health insurance policy lab

What is the causal effect of health insurance on health?

This is not totally straightforward to answer:

• Naive estimator: compare insured to uninsured people

• Why is this problematic?

• Insured people might be...:

• Wealthier (poorer) than uninsured people

• More (less) healthy

• More (less) employed

• Etc

→ There are many forms of selection bias!
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From last time: Does health insurance expansion improve
health?

Currie and Gruber/Hanratty (2016) are seminal studies of healthcare:

• Estimate impacts in 1980s-1990s USA + 1960s-1970s Canada

• Identification: DD + IV

• IV: Simulated instrument (eligibility rules)

• Finding: Healthcare expansion causes large increases in health
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Alternative approaches to handling selection bias

We may find the DD estimates unsatisfying...

Today: an additional estimation approach:

1 Finkelstein et al (2012): RCT

2 Baicker et al (2013); Baicker et al (2014) add outcome variables
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Second main paper: Finkelstein et al (2012)

A hugely prominent econ paper to randomize health insurance:

Research question: What is the impact of health insurance expansion on
health?

→ What are the impacts of Medicaid on healthcare utilization?

→ How does insurance impact expenditures?

→ And how does it impact health?

→ What are the costs and benefits of Medicaid expansion?
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Finkelstein et al (2012): Context

Finkelstein et al study Medicaid expansion in Oregon:

• Oregon Health Plan: OHP Plus and OHP Standard

• OHP Plus: Medicaid (low-income kids, TANF, pregnant women)

• OHP Standard: low-income families not eligible for OHP Plus (low
assets; BPL)

• ... but households remained at low levels (only 32% electrified in
2014)

• OHP Standard: comprehensive benefits; no cost-sharing

• Premiums $0-$20 per month

• 2002: 110,000 people enrolled in Standard; ≈ 300,000 Plus
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Finkelstein et al (2012): Data
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Finkelstein et al (2012): Data
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Finkelstein et al (2012): Study design

RCT disguised as a natural experiment:

• January 2008: OHP Standard opened to new enrollment

• 10,000 available slots, but oversubscribed

→ Lottery to choose who gets in

→ 89,824 on the list, 35,169 accepted
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Finkelstein et al (2012): Intent to treat

Using the lottery as random assignment:

Estimate:
Yih = α + τRih + βXih + γVih + εih

where:
Yih is an outcome for person i in household h
Rih is an an indicator for whether household h was chosen in the lottery
Xih are controls for selection
Vih are controls for precision
εih is an error term

PPHA 34600 Program Evaluation Lecture 18 10 / 25



Finkelstein et al (2012): Balance
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Finkelstein et al (2012): LATE

The ITT gets the impact of the offer; to get impacts of coverage:

Yih = α + θDih + Xih + Vih + εih

where:
Yih is an outcome for person i in household h
Dih is an an indicator for whether household h got insured
Xih are controls for selection
Vih are controls for precision
εih is an error term

PPHA 34600 Program Evaluation Lecture 18 12 / 25



Finkelstein et al (2012): First stage
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Finkelstein et al (2012): Utilization
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Finkelstein et al (2012): Utilization
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Finkelstein et al (2012): Utilization
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Finkelstein et al (2012): Financial strain
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Finkelstein et al (2012): Payment
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Finkelstein et al (2012): Health
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Finkelstein et al (2012): Health
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Baicker et al (2013): Health
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Baicker et al (2013): Health
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Baicker et al (2014): Employment
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Baicker et al (2014): Benefits
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Recap

TL;DR:

1 Oregon randomized health insurance coverage

2 Finkelstein et al (2012) find large benefits across the board

3 Same sign as the IV & DD estimates!
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